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The 36” dredge ‘‘Canadian”’, 
one of the world’s largest cutter 
suction dredges, is shown in the 
background on the St. John 
River, where over 2,000,000 
cubic metres of gravel were 
hydraulically pumped from the 
river bed into container dykes 
along both sides of the river, as 
can be ciearly observed in the 
foreground. 


The project for dredging and 
land reclamation in downtown 
Fredericton, New Brunswick 
was undertaken for the New 
Brunswick Department of 
Transportation. 


Another view of the 
“Canadian” showing pontoon 
and pipeline through which the 
dredged material is pumped to 
shore. 
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President’s Report 


Earnings of $4,024,000 in the Second Quarter of 
1977 have resulted in a profit for the six months 
ended June 30th of $3,037,000. This compares with a 
loss of $3,514,000 reported for the same period last 
year. The 1977 results include the Company’s 
recovery of a claim against the State of California in 
the gross amount of $10,700,000. Maximum provision 
for tax on this recovery has been included in the six 
months’ results since the exact amount of the ultimate 
liability cannot be determined at this time. 


The six months’ results also reflect provisions of 
$1,956,000 for losses incurred in 1977 and anticipated 
future losses from the Company’s discontinued 
operations, particularly on real estate assets in the 
Province of Quebec. Every effort is, of course, being 
made to reduce this loss through acceleration of 
disposal programs in order to eliminate the heavy 
carrying costs on the assets involved. 


It is important to note that the Company’s excessive 
inventories of equipment have been reduced by 
almost $3,000,000 in the six month period and sales of 
virtually all commercial property holdings in Toronto 
have now been closed. With a debt to equity ratio of 
approximately 2:1, the Company is in the strongest 
financial position that has existed for some years and 
further improvements to this ratio are expected by 
year-end. 


ae On behalf of the Board, 


LB te 


__ 
President & Chief Executive Officer 


Unaudited Consolidated Statement | 
of Earnings 


For the six months ended June 30th, 1977 
1977 1976 


Gross Revenue from Operations... $26,893,000 $33,863,000 | 
Recovery of California Claim ..... 10,700,000 _ | 
Total Revenues................. $37,593,000 $33,863, me | 
Earnings (Loss) from Operations 

before the undernoted......... $ 1,418,000 %( 2,020 000) | 
Recovery of California Claim ..... 10,700,000 _ 
Equity in Net Earnings of Con- 

solidated Building Corporation . 303,000 500,000 | 

12,421,000 (1,520,000) 

Depreciation: ..2i.0c% scene gp eee (902,000) (956,000) 
Lnterest choc. eh cree eras aha (1,226,000) (728,000) 
Loss from 

Discontinued Operations ...... (1,956,000) (310,000) : 
Earnings (Loss) before Provision | 

for Income Taxes............. 8,337,000 (3,5 cee | 
Provision for Income Taxes....... 5,300,000 _ 
Net Earnings (Loss) ............. $ 3,037,000 $( 3,514 000) 
Net Earnings (Loss) per share.... 21.5¢ (24.9¢) | 


Unaudited Consolidated Statement 


of Changes in Financial Position 
For the six months ended June 30th, 1977 


i 


197 1976 

Source of Funds: | 
Net Earnings (Loss) ............. $ 3,037,000 $( 3,514,000) | 
Depreciation. .!s sarin ae ee wicen 902,000 926,000 | 
Sale of Fixed Assets............. 511,000 1,004,000 
Dividends from Consolidated 

Building Corporation ......... 143,000 136,000 
Increase in Provision 

for Income Taxes ............. 4,700,000 -~ 


Reduction in Accounts Re- 


ceivable and Inventories of 
Equipment and Materials...... 2,913,000 2,451,000 — 


$12,206,000 $ 1,003,000 


Use of Funds: 


Purchase of Plant 
and Equipments). 2:0. oc cnies 1,809,000 507,000 


Reduction (increase) in | 
Bank Borrowings ............. 5,019,000 (8,999,000) | 


Reduction in other borrowings 
and Accounts Payable......... 5,378,000 9,495,000 


$12,206,000 $ 1,003,000 
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To The Shareholders 


For the year ended December 31, 1977, Bovis Corporation Limited had net earnings of $1,153,000 
compared with a loss of ($14,970,000) in 1976. 


During the year ended December 31, 1977, management continued to concentrate its efforts on restoring 
the financial position and profit potential of your Company. Whereas the net profit of $1,153,000 is not 
an adequate return to the shareholders, other achievements in difficult markets give cause for some 
optimism. Disposition programmes which commenced in 1976 and which were primarily aimed at 
reducing the high cost debt associated with undeveloped commercial properties and excess inventories, 
continued through the year. Ongoing operations have likewise been subjected to continuous intensive 
evaluation and control. The positive results of these efforts-are perhaps best reflected in the following 
comparative summary of financial highlights. 


1977 1976 
Revenues, Earnings 
Gross revenues from ongoing 
Operathons . o6W Gk es ae AR RE EG ct ee ne eae $56,753,000 $55,622,000 
Net earnings (loss) 
Ongoifig operations. ocean ee eee 71,000 ° (5,307,000) 
Glaim tecovery —-net of taxon Shien Si eaten 5,694,000 _ 
Discontinued operations ¢ s2i0) cata se cos 2 a A (4,612,000) (9,663,000) 
Net earnings (loss) ig s:5 ee ce cre hae fins ee 1,153,000 (14,970,000) 
Assets, Liabilities, Working Capital 
otal Assets Seren le ce ee RAEN AMEN SS Woy 2 or So: 68,887,000 90,599,000 
Assets held in disposal programme.) 07. tae ee eee 19,565,000 28,994,000 
Working capital oy i 9 ss Woe oice tee, aoe oon ane ee ae 7,288,000 295,000 
Bank indebtedness) i. A. ee 2G se ie Se ee 8,384,000 22,684,000 
Other secured debts: os 6 2 eee es a ee 21,774,000 31,464,000 
‘Lotal interest bearing debt;..sc) oie Oe ae conte oe ee ee 30,158,000 54,148,000 
Shareholders Equity 
Votal sco «2% sek Se ee eee Pn eos Sinn Age reteas $19,788,000 $18,635,000 
Per-Share: 5. 3,53 ee eat ere ar coe nto $1.40 $1.32 


Although earnings from ongoing operations were a disappointing $71,000 in 1977, the significant 
feature is the turn-around from the loss of ($5,307,000) suffered by the same operations in 1976. 
Continued improvement is expected in 1978. More detailed comment on the individual operations is 
contained later in this report. 


The long outstanding claim arising out of the construction of an underground powerhouse at Oroville 
Dam in California by a Joint Venture sponsored by a wholly-owned subsidiary of the Company, was 
resolved in 1977. The Company’s gross share of this award was $10,994,000. The Company has made 
full provision for taxes of $5,300,000 on this award in the financial statements but, on the advice of 
counsel, intends to contest the amount payable. 
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Assets held for disposal were reduced during the year by $9,429,000. The principal single asset 
remaining in this category is a 12-storey office building in Edmonton which was completed in 1977 and 
is now 92% leased and producing an adequate return. 


Our objective has been to complete the disposition programmes by the end of 1978 and management 
believes this target is still attainable with the possible exception of some real estate assets in the Province 
of Quebec. A large proportion of our 1977 loss from discontinued operations arose from a reassessment 
of the Quebec assets which now have a written-down value of about $6,000,000. The Quebec real estate 
market continues to be sluggish and although substantial reduction in the Company’s investment there is 
anticipated, it is probably not realistic to expect full realization in 1978. 


In addition to dispositions under the programmes commenced in 1976, the Company on September 
16th, 1977, accepted an offer from Consolidated Building Corporation Limited for the purchase of 
1,908,400 shares of Consolidated Building, then owned by the Company, plus an additional 290,000 
shares to be purchased by the Company under an agreement entered into in 1973, in each case at a price 
of $4.00 per share. The transaction was closed on January 6, 1978 and has been reflected in the Com- 
pany’s consolidated financial statements as at December 31, 1977 including application of the net cash 
proceeds of $7,746,000 as a reduction of current bank indebtedness. Your Company’s share of Con- 
solidated Building’s earnings in 1977 was $285,000. The comparative figure in 1976 was $798,000. 


Although the Company’s share of Consolidated Building’s aggregate earnings since the date of the initial 
acquisition in 1973 has approximately offset the costs of carrying the investment, the cash flow received 
by the Company from the dividends disbursed by Consolidated Building has been substantially less than 
the carrying costs of approximately $600,000 per year. The decision to sell was dictated in part by the 
relatively low cash return from this investment. 


The litigation described in Note 18 to the balance sheet, in connection with charges laid against a 
subsidiary of the Company to defraud the Governments of Canada and Ontario, is presently before the 
courts. The Company is taking every measure to assure that its subsidiary is adequately defended. 


The significant reductions in bank indebtedness and other interest-bearing debt and the substantial 
improvement in working capital have already restored much of the confidence of the financial com- 
munity in the Company. Management is dedicated to the preservation and strengthening of the 
Company in this essential area. 


REVIEW OF OPERATIONS 

Newfoundland Construction 

The Construction Division of McNamara Corporation of Newfoundland Limited ended the year with a 
satisfactory profit on a volume of $12,000,000. The major projects carried out in 1977 were the com- 
pletion of the Bay D’Espoir Hydro Development for the Newfoundland and Labrador Power Cor- 
poration; the construction of 45 miles of highway on the North West Coast of the Province and the start 
of new docking facilities at Port aux Basques, which is scheduled for completion in June, 1978. 

During the year the continuing programme of updating the equipment fleet involved an expenditure of 
$2,300,000 including a new 4,000-ton per day asphalt plant. 

Despite Government restraints on construction spending, we are going into 1978 with a substantial 
carry-over volume of work consisting mainly of the $5,000,000 Waterford Valley Sewer in St. John’s and 
the completion of the new $3,000,000 docking facilities for Port aux Basques. 

Marine Operation 

After a disappointing year in 1976, the Marine Division this year made a satisfactory profit on a volume 
from marine dredging and construction of $7,600,000, an increase in volume of 30% over last year. The 
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major project completed during the year was a $3,000,000 land reclamation project to construct ap- 
proach ways for the new Fredericton Bridge for the New Brunswick Department of Highways. The job, 
which commenced in early July, consisted of dredging approximately 1,500,000 yards and finished 
ahead of schedule. Although the marine operation does not have a large backlog of work carrying over 
into 1978, management is confident that the division will compete successfully for jobs tendered during 
1978 and maintain current levels of profitability. 


McNamara Industries 


This division profitably completed approximately $5,400,000 of steel fabrication and erection work in 
1977, an increase of about 10% over the previous year. The major projects carried out in 1977 were the 
installation of two large oil storage tanks at the Holyrood Generating Station, Phase II, and the extension 
to the Avalon Mall in St. John’s. 


The division is undertaking fairly substantial capital expenditures in 1978 to upgrade its production 
facilities. The plans include a modern Beam Line installation, which, together with other related works 
will improve the fabricating facilities and material flow through the plant and will help the division to 
maintain its competitive position in the market. The division has a higher carry-over volume of work for 
1978 than in previous years. 
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Concrete Products 


This division had a successful year in 1977 with a volume of $6,000,000, up slightly from 1976. 
Production of ready-mix concrete increased approximately 12% from 1976. The outlook for 1978 is not 
quantifiable at this time, but as the division is the major ready-mix concrete and aggregate supplier in the 
St. John’s area, and has modern and efficient facilities, obtaining its share of the market appears 
reasonably assured. 


Residential Property 


This division, which develops raw land holdings to the serviced land stage, had another satisfactory year, 
producing a good profit on a volume of $5,400,000, up from $4,700,000 in the previous year. The major 
sales in 1977 were in the Cambridge and Peterborough areas in Southern Ontario. Profits may be ex- 
pected to decline in 1978 in recognition of the general slowdown in residential development in Ontario, 
which has led to a decision to reduce inventories held for development purposes. 


General Supply/Equipment Federal 


This division continued to experience operating difficulties in 1977 and recorded an unprofitable, and 
unsatisfactory, year on revenues of $17,300,000. Sales volumes did not materialise in a soft market and 
the division was burdened with equipment and parts inventory which were excessive in relation to the 
achieved sales. However, inventories, including inventories of discontinued lines, have reduced to 
$14,100,000 at December 31, 1977, down from $17,000,000 at December 31, 1976 and $25,000,000 at 
December 31, 1975. While the depressed market that has prevailed for the past two years is still with us 
and will probably continue during 1978, the ongoing programme of inventory reductions, coupled with 
improved manpower utilization and other reductions in overheads, should produce a better result for this 
operation in 1978. 


Control & Metering 


This division’s volume, which is derived from the design, supply and installation of water treatment 
monitoring devices, decreased from $2,900,000 in 1976 to approximately $2,700,000 in 1977. Dif- 
ficulties with late deliveries from suppliers on whom this division is heavily reliant, have been sub- 
stantially resolved and a considerable volume of work in hand makes the upcoming year look promising. 
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CONCLUSION 

In summary, the major achievements of 1977 were the debt reduction, the claim recovery, and the 
general improvement in construction related activities. On the other hand, continuing problems with the 
equipment operations, the unstable situation in the Province of Quebec and the non-recurring loss on the 
sale of the Company’s interest in Consolidated Building, all contributed to a less than satisfactory profit 
achievement in the year. Management believes that better results can be anticipated from the equipment 
operations in 1978 and that the disposition of the remaining real estate in Quebec will ultimately be 
achieved without further material loss. Continued strengthening of construction related activities is also 
anticipated and, in this regard, as recently announced, Mr. G. B. Morris has been employed by the 
Company to head up a new division which will provide project management and engineering services 
utilizing the considerable pool of talent available within the organization. Mr. Morris’ own expertise is 
well recognized in the industry and the Company is most fortunate to have obtained his services. 


During the year we welcomed to the Board of Directors Mr. O. Brooks, the Chief Financial Officer and a 
Director of our major shareholder, The Peninsular & Oriental Steam Navigation Company in the United 
Kingdom. Mr. H. G. Emerson resigned from the Board during the year but continues to act as the 
Company’s legal counsel. 


On behalf of all Directors and Management, I would like to extend our appreciation to all of our faithful 
employees for their conscientious efforts in the past year. 


Respectfully yours, 


Saar ey: 


R. MacTavish 
President and Chief Executive Officer 
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Bovis Corporation Limited ; 
CONSOLIDATED STATEMENT OF FINANCIAL POSITION aa 


AS AT DECEMBER 31, 1977 
(with comparative figures for 1976) 


ASSETS SS AOE ES 1976 
CURRENT 
Accounts and notes receivable, including $989,000 retained by customers 
in accordance with contract provisions (1976 — $1,727,000).................206- $10,402,000 $10,564,000 
TNVENTOMES An cea hare ences eee eee eee Aerts ous Aeron aes een ae heer 15,232,000 15,609,000 
Construction contracts:in Progress: .\4)4-0)..0e Rae ies Bia eae naatateeinge Goneeeeeneenee 242,000 167,000 
Investment in constriction jomt ventures 0... Ft ee ee en te eee 53,000 101,000 
Prepaid: EXPenses, - Ais ine ia woes Wop oats ec win bse, MERITS a ae RTO) EEN pi Nene gee a ear 151,000 259,000 
Assets held for disposal, at estimated realizable value — (Note V.) NOMS ee RS CE RN | 19,565,000 28,994,000 
Property for sale or under development............ Sucieltlin’e ohne mae enabie, treialeie!s dented 1,649,000 3,680,000 
Current portion-of mortgages. receivable 24.41, colin Sees aie Abuses ween 548,000 2,266,000 
47,842,000 61,640,000 
Mortgages receivable, net of current portion — (Note 4) ........ 0222. e ee ee ee ne 4,706,000 2,517,000 
Land ‘held for future development: is.25- cSt se eral te epee 3,743,000 4,407,000 
SUMGFY ASSEtS5/aco5 Sih ceased ssa! te wisi re ROU ee aie ky pen oe aes eee et ea 524,000 695,000 
Loans:te Share, Participation Plan’ (Note 5). sc. .:.tkie oe © ere cane ete ease ee Y 428,000 : 457,000 
Investment in Consolidated Building Corporation Limited —(Note 3 and Note 6)........ _ 8,977,000 
Property, Plant & Equipmetit24 0. eles a $30,725,000 
Less: accumulated depreciation. <<. 20 i/o") .cr.0 ee ee ee ne 19,081,000 11,644,000 11,906,000 


$68,887,000 $90,599,000 


On behalf of the Board: 
Director 


Director 


See accompanying notes 


AUDITORS’ REPORT 


The Shareholders, 
Bovis Corporation Limited. 


We have examined the consolidated statement of financial position of Bovis Corporation Limited as at December 31, 1977 
and the consolidated statements of earnings and deficit and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


ad, 


i 


Teh nate REED) 


Je 


eS 


ee 


LIABILITIES 1977 1976 __ 
CURRENT 
Bank indebtedness (Note 3 and 6). . ier Uke Oana SIRT RR mgr teal $ 5,065,000 $17,291,000 
mecoumts, notes payable and accrued charges (Note 7) 2.6.0. si eee ee ben sles oe 16,995,000 23,084,000 
Indebtedness on assets held for disposal, including bank 
indebtedness of $819,000 (1976 — $1,893,000) (Note 2)...... 0... 00. e ence ee 12,366,000 18,734,000 
Mortgages on property for sale or under 
CeO CRD Cle Bens rin 8 a! Leet eh ik ok se aoe ws ataled la ee orge lat oi ahaa 536,000 1,236,000 
Income Taxes Payable (Note 16) Pic ey THR GI SN I ape SATE ec OR Nae 4,652,000 
PE DOLL OU retin atiKtGAlIS.< cc. 3 ye fee hs 8 ok bel S eer vale Sle eens 1,000,000 _ 1,000,000 
40,614,000 61,345,000 
(SE EG SEES US Wal 0 MRD ae ee aR cera Sai rane gli ec Pr ac re en 3,036,000 4,090,000 
EN etER RIDES (INORG OY fey iets. tradi bebe igin ed cepé Gave 8 a 4 4 ded Rib a RlS ee OS a 1,500,000 2,500,000 
eeinortodres ang Obligations (Note 0). 6 cad gies a nce ce pk hed ba Boe che kk Sate 2,278,000 1,587,000 
Mortgages on land held for future development (Note 11)...................00000- 1,671,000 2,442,000 
/ \ 
SHAREHOLDERS’ EQUITY 
Capital stock (Note 5) 
Authorized 
15,000,000 shares without par value 
Issued 
PaO Snares te 1 Om AA. 102516) one ha nee aus. Os Mia iein stele seme ie ae oe 20,614,000 20,614,000 
BO MAES TONSCGEN GUT ENING 20 cos ge ps oie ieee hs Te od Wa es eee ER le Pe See SIREN <p 8,179,000 _—8, 179,000 
28,793,000 28,793,000 
LE Rae eae ara Aer ree ee Em rer ASN ARETE. YR NRC 8,929,000 10,082,000 
19,864,000 18,711,000 
Feehan. 906 shares acduired 10 L971 O-dt COBDS to .0s'\ Sek uate Bivariate eae Eesha a) 76,000 ~—_—_ 76,000 
_19,788,000 _ 18,635,000 
$68,887,000 $90,599,000 


Jated financial statements. 


In our opinion, subject to the resolution of the matters described in Note 18, these consolidated financial statements present 
fairly the financial position of Bovis Corporation Limited as at December 31, 1977 and the results of its operations and 
changes in the financial position for the year then ended in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. a a 


Toronto, Ontario, 
Chartered Accountants. 


February 21, 1978 


Bovis Corporation Limited 


CONSOLIDATED STATEMENT OF EARNINGS AND DEFICIT 


FOR THE YEAR ENDED DECEMBER 31, 1977 
(with comparative figures for 1976) 


Gross Revenue (Note 14) i. 055 a cccis po cea 6 oo eens ae es ee ee 


Costs and Expenses 


Gost of sales and other expenses. \......< 5 2s S53. ko wet Re eee 


Depreciation 


Interest .... 


See eye 6 eek me eres MS eee Che me eo be eae oe 6 ie ee ae oe ele 4 eek oe ew, ee corree 


= = 6 S e186 © ¢ @ @ we 1a 8).0 & eo (6, © SS oe eee ee ©} & See) C6eS ee ih aS. ee i eee ee ee oe ee 


Earnings (Loss) from Ongoing Operations before claim recovery 
and provision for shcame taxes. 252 2.24.2 eS os ee ee ee eee 


Retovery of California Clam.) os 0) Pee oe ee ee $10,994,000 


Less Provision for Income Taxes 


(Note 16) . 


se «© 6.6 oS © 6s e's ws ae Ose © ols) s ens ow ws) a ae) eee « Sere) moe meee 


Earnings (Loss) from Ongoing Operations .7.3..-<. cis ee et oe ee a © 


Loss from Discontinued Operations (Note 2) 0.2.2 v0: c eee ee ee ee 


Net Earnings (1oss) for the year: 25... 05.05. so. he Oe eee eee 


Retained Earnings (Deficit) at. beginning of year... 22.0... 5/4 2) eee oe ee 
Deficit at End of Years «02-0. Sess a os bs hs So ee ee ee ee 


Earnings (I.oss) Per Share 2540... 42 2s 28 soc = Se el ce 


1977 


$56,753,000 


52,653,000 
2,430,000 


1,599,000 
56,682,000 


71,000 


5,694,000 


5,765,000 


(4,612,000) 


1,153,000 


(10,082,000) 
($8,929,000) 


$0.08 


See accompanying notes to consolidated financial statements. 


1976 


56,692,000 
2,430,000 


1,807,000 
60,929,000 


(5,307,000) 


(5,307,000) 
(9,663,000) 


(14,970,000) 


4,888,000 
($10,082,000) 


($1.07) 


Bovis Corporation Limited 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1977 
(with comparative figures for 1976) 


1977 
SOURCE OF FUNDS: 
From Operations 
Ongoing: 
Eee SNORE ESSE Sho. a dh Laer ioe Reprere a a eg Pee ee Eee ee $ 5,765,000 
ean gt ee ARM icra oe SSD ne PR 1 OMRON PSS Oe eo Sete ae 2,430,000 
8,195,000 
Discontinued: 
RR er erie ee rae eee Parte att ols oo 3a) is Lave aaa cw eae ke oo (4,612,000) 
SETS ey Rs ee eee PO: Mee Le ay ae ee ee ay se eye eee 7,000 
(4,605,000) 
Reduction in net assets of discontinued operations, 
including investment in Consolidated Building Corporation ................ 10,964,000 
6,359,000 
14,554,000 
Mecuction in net assets of ongoing operations... .:.-\... 0)... ..- <4 = 2 slain - = wc 1,921,000 
16,475,000 
USE OF FUNDS: 
Purchase of property, plant and equipment, net./:. Ao. os ee eee ese 2,175,000 
embrace OF Shares ss. So sss r3 ach an es oe A ae abr _ 
__ 2,175,000. 
ere pease Int Tease) 101. bak DOITOWIES so). <5 605s ous 57oska aie es eee a lee a 14,300,000 
Bank indebtedness, including term loans 
PERS EE VEOE Seon h Node Gost ee Ga Ro eye tee ag ies ne ee awh ee = (22,684,000) 
Bank indebtedness, including term 
SMBRISAR CEL AE DERE son ale ot ad eae RE Rd owl eee oe ee ah ine ($ 8,384,000) 


See accompanying notes to consolidated financial statements. 


1976 


{$ 5,307,000) 
2,430,000 


(2,877,000) 


PUP SUL 


54,000 


(9,609,000) 


6,937,000 
(2,672,000) 
(5,549,000) 


2,299,000 


(3,250,000) 


1,769,000 


76,000 


1,845,000 


(5,095,000) 
(17,589,000) 


($22,684,000) 


Bovis Corporation Limited 
and Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1977 


1. 
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Summary of significant accounting policies 


a) The consolidated financial statements include the accounts of the Company and its subsidiary companies. 


b) Recognition of Income 


c) 
d) 


e) 


i) Income from construction projects and construction joint ventures is recognized on the per- 
centage of completion method. 

ii) It is the policy of the Company not to reflect construction or other claims in the financial 
statements until the compensation has been awarded, but to expense the costs relating to such 
claims as incurred. 

iii) The Company’s accounting policies relating to its property development activities have been 
established in accordance with the recommendations of the Canadian Institute of Public Real 
Estate Companies. 

The Company follows the policy of capitalizing as part of the cost of property for sale or under 

development and land held for future development: 

— direct carrying costs such as mortgage interest, realty taxes and other costs which pertain to 
such properties; and 


— interest on general borrowings considered applicable. 


The total of such costs included in the cost of properties held for sale or under development or 
land held for future development as at December 31, 1977, amounted to $1,390,000 (1976 — 
$1,581,000). 

iv) Income from property transactions is recognized as follows: 


Land Sales — when all material conditions have been fulfilled, at least 15% of the purchase price 
has been received and interest is accruing at a reasonable rate on the balance due under the sale. 


Inventories and construction contracts in progress are valued at the lower of cost and net realizable value. 


Investment in construction joint ventures is adjusted by the Company’s share of earnings or losses to 
date. 


Property, plant and equipment is stated at cost and depreciated over the estimated useful life of the 
related assets on the diminishing balance method for substantially all assets and the straight-line method 
for marine equipment. Plant and equipment under lease, where it is the intention to exercise the related 
options to purchase, are capitalized and depreciated. Expenditures for maintenance and repairs which do 
not materially extend the life of assets are charged to operations. 


Discontinued Operations 


a) During 1977, the Company continued upon the disposition programme commenced in 1976. A major 


b 


— 


addition to the 1976 programme in 1977 was the decision to dispose of the Company’s investment in 
approximately 30% of the common shares of Consolidated Building Corporation (see also Note 3). 

The earnings or losses from operations in the discontinued programme and the costs incurred and ex- 
pected to be incurred in the future on an orderly disposition, have been reflected on the consolidated 
statement of earnings under the caption “‘loss from discontinued operations”. 

In the following summary of the discontinued operations, the 1976 consolidated financial statements 
have been restated to conform with the current year’s presentation. 


1977 1976 
Net salesiics-. sient pence hee hate ear ee he Se eee $11,987,000 $31,542,000 
Gosts'aridiexpensess creval e aeece rete tale ie ee een 15,613,000 42,003,000 


$ 3,626,000 $10,461,000 


Loss on sale of investment in 


Consolidated Building Corporation .................. 1,271,000 _ 
Equity in Earnings of Consolidated 

Building Corporations pjepnnsct re copra scien eee ales (285,000) (798,000) 
Net bossicirerate a Set rercrsicre eaiccedbe a se Ne eet ees Sor $ 4,612,000 $ 9,663,000 


The above costs and expenses include depreciation and interest of $7,000 and $1,225,000 respectively 
(1976 — $54,000 and $2,255,000 respectively). 


The remaining assets of the discontinued businesses are valued at estimated net realizable values and are 
grouped on the consolidated financial statements under the caption “assets held for disposal” and in- 
clude: 


1977 1976 


Receivable on Agreement for sale 


oP Ontariotousing Divisions. isis vee. bs bees ee lees $ 812,000 $ 2,750,000 
Inventories ofequipment: 6124.5 cc Seen ew Ske 1,431,000 3,074,000 
Commercial property and housing assets................ 16,028,000 20,641,000 
IVI OEU PAP CHOU Setet mee tess 2 ede hee Rta et hence, tars 1,294,000 2,529,000 


$19,565,000 $28,994,000 


The Company has extended the maturity date on the receivable from the purchaser of the Ontario 
Housing Division until March, 1979. Under the terms of the extension agreement, the balance is payable 
in minimum monthly instalments or as the assets originally acquired by the purchaser are sold to third 
parties. Title to these assets remains with the Company until full payment has been received. 


1977 1976 
c) The indebtedness on assets held for disposal includes: 

Mortgages and mortgage advances on commercial 

property and housing assets. (The average rate of interest on 

these mortgages and advances is 11.67%) .............. $10,944,000 $14,514,000 
Chattel mortgages on discontinued lines 

OLEGUIPMeEn tudes hale we Rebate ey neers 2 603,000 2,327,000 
Bank lettemofcredition property assets -a om. os bec ere 415,000 651,000 
Bank loan secured by mortgage loan portfolio 

ofasubsidiaryicompany » — > nissbel-seieesscebaers Cheesy anauan ee 404,000 1,242,000 


$12,366,000 $18,734,000 


3. Consolidated Building Corporation Limited 


On September 16, 1977, the Company accepted an offer to purchase from Consolidated Building Cor- 
poration Limited, for 1,908,400 shares of Consolidated Building, then owned by the Company, plus an 
additional 290,000 shares to be purchased by the Company under an agreement entered into in 1973, in each 
case at a price of $4.00 per share. The purchase by Consolidated Building was ratified by its shareholders on 
December 2, 1977 and by the Supreme Court of Ontario on December 22, 1977. The transactions, which 
were closed on January 6, 1978, have been reflected in the accompanying consolidated financial statements as 
at December 31, 1977 and net cash proceeds of $7,746,000 received on closing have been applied as a 
reduction of the current bank indebtedness as at December 31. 


4. Mortgages receivable 


1977 1976 
MortzagesireceivaDle.. nse america cic: eee ce eta se $ 5,254,000  $ 4,783,000 


IAVeracerrare Of interes fin-warseacmacmicmant sae an asleerrsilacelas syne Te 9.72% 9.70% 


5. Share participation plan 


The Company has two share participation plans under which 720,000 shares were reserved. The original 
plan became effective in 1971 and the second plan in 1975. The Company provides interest-free loans to 
officers and key employees to enable the purchase of shares. 


Under the original plan, the loans may be repaid at any time and mature ten years from the purchase date. 
The shares purchased are held by a trustee and may be released to the employee at a rate of up to 20% per 
annum commencing one year after the purchase date, provided pro-rata payment on account of the loan is 
received. 


Under the second plan, loans are repayable by monthly payroll deduction over a five year period or sooner, at 
the option of the employee. Shares purchased are held by a trustee and may be released to the employee in the 
equivalent percentage to the repayment of his loan. 


Shares reserved, issued and released under these plans are as follows: 


Original Second 
Plan Plan Total 


Reserved saa. enews pene eee PS Ren hae ee We 520,000 200,000 720,000 
Issued and held by trustee 

AtPanUaryel SLO AT ctolpeke-e rapes nels patie ten teal seme ole thay 5 410,790 93,900 504,690 
Shares releasediduring thevyear. osc") je o . Satomi os eros _ 12,000 12,000 


Issued and held by trustee 
at Decembersa ls bh Tis sx cecicrs let ste consis) a. al sap arboecustg wy eg mchs foes 410,790 81,900 492,690 


Loans outstanding to officers and key employees at December 31, 1977 in connection with the purchase of 
shares were $428,000 (of which $139,000 were to officers who are also directors). The 492,690 shares held by 
the trustee include 254,684 shares held against the aforementioned loans. The remaining shares are held 
against unpaid loans made to former officers and key employees. 


Employees who are terminated by the Company are indemnified against loss under both plans should the 
proceeds on the ultimate sale of the shares by the trustee be less than the employee’s related outstanding loan. 
Existing officers and key employees are also indemnified against loss in certain circumstances under the 
original plan. 
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Bank indebtedness, including term loans 

The bank indebtedness, including term loans, is secured by accounts receivable, specified land and premises 
and a first floating charge on the assets of the Company and operating subsidiaries. The term loan is 
repayable $1,000,000 in 1978 and the balance in 1979. 

The Company has given covenants to its bankers that provide, among other things, for the maintenance of a 
minimum level of shareholders’ equity and level of debt, as defined, to shareholders’ equity. The Company is 
restricted, among other things, from paying dividends without their prior approval. 


Accounts, notes payable and accrued charges 


The accounts and notes payable include approximately $5,742,000 (1976 — $9,358,000) due to equipment 
suppliers and finance companies, which are secured by inventories of equipment. 


Mortgages on property for sale or under development 
1977 1976 


Mortgages on property for sale 
orunderdevelopments: sti. .cc:nieen eae area Roce ewes ae $ 536,000 $1,236,000 


Mortgages on property for sale or under development will be discharged out of proceeds of sales which, it is 
anticipated, will be obtained prior to the maturity date of these liabilities. The average rate of interest on 
these mortgages is 9.25% (1976 — 9.55%). 


Deferred income 

The Company sold and leased back certain marine equipment in prior years. The excess of the proceeds of 
sales over net book value has been included in deferred income and is being taken into earnings on a straight- 
line basis over the terms of the eight-year leases. The Company has options to repurchase for $2,250,000 at 
the end of the lease period. 


Other mortgages and obligations 


This represents mortgages and capitalized lease obligations on plant and equipment. These balances bear 
interest at an average rate of 10.84% and are repayable as to principal approximately as follows: 


VOT 8 feelin tors sitedgia stevens ehetecnne cabal olomeeee et uaes $ 1,070,000 
HS Parra ee ash rae en BONES Soho Aino aso) 5.0 6 578,000 
L980). ast cowie sia cher erene temas sla, enero ee creas 377,000 
VOB Vk aia laerendeterghons 2 pies erence cae a eee 169,000 - 
TOS 2, Ae lesscPotie cl evs nsw telic repeals hey aoe eee een ee 84,000 


$ 2,278,000 


Mortgages on land held for future development 


The balances at December 31, 1977 bear interest at an average rate of 9.04% and are 
repayable as to principal approximately as follows: 


LORS spe oie cat eantalesien choles Onna aa 717,000 
WO TORS Leber eee Sl tyegn oe aie eh en de ae ee 270,000 
ROS Oia Sak cas bate eae cee er ee ee 181,000 
LOB scx deel s tena de) kek eee seh er 22,000 
1982,-andithereatters 1. tl onndee weet eee ee 481,000 

$1,671,000 


Remuneration of directors and senior officers 


Remuneration, of directors and senior officers (as defined by the Business Corporations Act 
— Ontario) from the Company and its subsidiaries for the year totalled $615,000 (1976 — 
$877,000). 


Pension Plan 


Based upon actuarial valuation of the Company’s pension plan as at December 31, 1976, the 
unfunded liability as at December 31, 1977 amounts to approximately $485,000. This 
unfunded liability will be paid and expensed in amounts of $77,000 per annum up to 
December 31, 1980 and approximately $49,000 thereafter. 


Gross Revenue 


The gross revenue by class of business is broken down as follows: 


1977 % 1976 % 

Constructions. ae $20,037,000 85:3 $24,093,000 43.3 
Marine dredging ....... 5,237,000 9.2 1,949,000 3% 
Sales ofequipment...... 17,339,000 30.6 16,219,000 29.2 
Sales of building 

Malertalss en ce-veeeatecaats 8,700,000 15:3 8,617,000 155 
Property development ... 5,440,000 9.6 4,744,000 8.5 

950,753,000 «2 1000 _ $55,622,000 190) 

Discontinued 

operations (Note 2(a). . . $11,987,000 $31,542,000 


t arnings (I oss) per share 


Earnings (loss) per share has been calculated on the basis of the weighted average number of shares out- 
standing during the periods. 


Income taxes 


At December 31, 1977, the Company and its subsidiaries, in aggregate for Canadian income purposes, had a 
net unrecorded deferred tax debit of approximately $10,000,000. The principal item contributing to this net 
unrecorded tax debit is the existence of losses for tax purposes from the current and prior years. 

The ultimate reductions of income taxes which may result from the use of these losses will be included in 
income as extraordinary items when, and to the extent that, they are realized. 

The provision for income taxes reflected in the consolidated statement of earnings relates to a potential 
liability which a subsidiary of the Company may have for United States and State of California income taxes 
on a claim recovered from the State of California by a joint venture sponsored by a subsidiary of the Com- 
pany. The subsidiary intends to contest the amount of income taxes payable. 


ymmitments and Contingenci 


a) The long-term lease commitments of the Company consist of the marine equipment leases (see Note 9) 
and various non-capitalized leases on other equipment and premises used by the operating divisions. The 
aggregate annual lease cost of these commitments is estimated to be approximately $2,815,000 (1976 — 
$2,686,000). 

b) The Company is contingently liable under recourse provisions of conditional sales contracts. The amount 
of such contracts outstanding at December 31, 1977 was approximately $850,000 (1976 — $1,500,000). 

c) The Company is contingently liable with respect to letters of guarantee in the amount of $35,000 (1976 
— $1,312,000). 


Litigation 

In March 1975, a subsidiary of the Company was charged together with twelve other companies, with 
conspiring to defraud the Government of Canada, the Government of the Province of Ontario and the 
Toronto and Hamilton Harbour Commissions in connection with certain dredging contracts. The 
proceedings and related civil actions are currently in process and the ultimate liability, if any, of the sub- 
sidiary cannot now be determined. 


Anti-inilation 

The Company and its subsidiaries are subject to the Federal Government’s Anti-Inflation Legislation, which 
became effective October 14, 1975, which limits or requires justification for increases in profits, com- 
pensation and dividends. 


